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SUBJECT: IDB HELO EASE DISPUTE BETWEEN WESTINGHOUSE/CEBOR AND 
QUITO MUNICIPALITY; WORK ON PITA-TAMBO PROJECT RESUMES 

REF: QUITO 2704 

1 . SUMMARY: IN DISCUSSIONS IN WASHINGTON WITH QUITO MUNICIPAL 
OFFICIALS AND WITH WESTINGHOUSE/CEBOR REPS, IDB OFFICIALS 
AGREED (A) TO PERMIT THE U.S. FIRM TO REVISE ITS ROLE IN THE 
PITA-TAMBO PROJECT, SO AS TO HAVE CONSIDERABLY FEWER EMPLOYEES 
UNDER DIRECT HIRE BY THE FIRM, AND (B) TO SERVE AS ARBITRATOR 

OF FIRM'S FINANCIAL CLAIMS AGAINST MUNICIPALITY, ON UNDER- 
STANDING THAT IF CLAIMS ARE FOUND JUSTIFIABLE, THE ADDITIONAL 
PAYMENTS FOR THEM WOULD COME NOT FROM IDB BUT RATHER FROM 
MUNICIPALITY. END SUMMARY. 

2. LOCAL U.S. EXECUTIVE (ACKER) OF WESTINGHOUSE/CEBOR 

HAS CONFIRMED PUBLIC STATEMENTS MADE BY QUITO MAYOR, UPON LATTERQJS 
RETURN APRIL 28 FROM DISCUSSIONS WITH IDB IN WASHINGTON, 

THAT DISCUSSIONS COULD BE CHARACTERIZED AS "SUCCESSFUL” AND 
THAT WORK ON PITA-TAMBO PROJECT IS NOW EXPECTED TO MOVE 
FAIRLY RAPIDLY AND SMOOTHLY TO CONCLUSION BY THE END OF 
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THIS CALENDAR YEAR. 
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3. ACKER SAID THE PROPOSALS PUT FORTH BY THE QUI 
TO MUNI- 
CIPALITY AND THE U.S. FIRM TO THE IDB CALLED FOR REDUCING 
NUMBER N WORKERS AT THE PROJECT UNDER DIRECT H RE BY 
WESTINGHOUSE/CEBOR TO ROUGHLY 300 AS AGAINST PREVIOUS 600. 
SPECIFICALLY, WESTINGHOUSE/CEBOR WOULD RETAIN 135 FIELD 
LABORERS, 40 WHITE-COLLAR WORKERS, AND UP TO FIFTY EMPLOYEES 
WHO TECHNICALLY WOULD REMAIN ON THIS PAYROLL BUT ARE FOR 
VARIOUS REASONS EXPECTED NO TO RETURN TO THEIR DUTIES, 

ALTHOUGH THEY HAVE THE RIGHT TO DO SO. MUNICIPALITY. AND 
PERHAPS SOME SUB-CONTRACTORS. WOULDHRAKE ON WORKERS FORMERLY 
EMPLOYED BY WESTINGHOUSE/CEBOR, MOSTLY FOR WORKS SUCH AS LAND- 
SCAPING WHICH ARE NOC ESSENTIALLY RELATED TO THE ENGINEERING 
PORTION OF THE PROJECT. ACKER SAID THAT, WHILE THIS ARRANGE- 
MENT FALLS SHORT OF FIRM'S EARLIER PROPOSAL TO RESTRICT ITSELF 
PRIMARILY TO ROLE AS MANAGERIAL CONSULTANT, THE PROPOSAL 

WAS ACCEPTED BY THE IDB AND IS ACCEPTABLE TO WESTINGHOUSE/ 

CEBOR AS A WORKABLE COMPROMISE. 

4. ACKER ALSO REPORTED THAT IDB AGREED TO REVIEW WESTINGHOUSE/ 
CEBOR S FINANCIAL CLAIMS (MAINLY FOR COST ESCALATIONS) 

AGAINST MUNICIPALITY, AND TO RENDER DECISION WITHIN SIXTY 
DAYS (I.E., PRESUMABLY BY END OXIJUNE) AS TO WHICH IF ANY OF 

THE CLAIMS SHOULD BE CONSIDERED VALID IN ACCORDANCE WITH 
THE CONTRACT BETWEEN THE U.S. FIRM AND THE MUNICIPALITY, AND 
WITH ECUADOREAN LAW. IDB STRESSED, HOWEVER, THAT IT WOULD NOT 
SUPPLY ANY ADDITIONAL FINANCING TO COVER ANY OF THE CLAIMS 
FOUND TO BE VALID, AND UNDERSTANDING WAS REACHED THAT QUITO 
MUNICIPALITY WOULD HAVE THE RESPONSIBILITY FOR OBTAINING AND 
SUPPLYING SUCH ADDITIONAL FINANCING. (EMBASSY COMMENT: 

THIS OF COURSE LEAVES OPEN POSSIBILITIES THAT THE FINANCIAL 
CLAIMS WILL NOT BE SATISFACTORILY SETTLED. MUNICIPALITY 
APPARENTLY IS UNDER NO OBLIGATION TO ABIDE BY IDB'S FINDINGS 
RE THESE CLAIMS; AND EVEN IF MUNICIPALITY ACCEPTS SUCH 
FINDINGS, IT MAY HAVE DIFFICULTIES IN OBTAINING THE CONSEQUENT 
REQUIRED ADDITIONAL FINANCING, 

5. ACKER REPORTED THAT SINCE THE U.S. FIRM RESUMED WORK ON 
THE PR CECT APRIL 19, ACTIVITIES HAVE BEEN PROCEEDING FAIRLY 
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SMOOTHLY AND RAPIDLY, WITH ONLY OCCASIONAL VOCAL OUTBURSTS 
FROM A FEW LABOR AGITATORS WHO HAVE SHOWN UP AT THE SITE. 

TEN POLICE HAVE BEEN ASSIGNED INDEFINITELY TO PROVIDE PRO- 
TECTION AGAINST LABOR AGITATION, AND THIS NUMBER, WHILE MUCH 
SMELLER THAN WESTINGHOUSE/CEBOR WOULD LIKE, SO FAR HAS 
PROVEN ADEQUATE TO DISSUADE LABOR AGITATMRS FROM ACTUAL 
VIOLENCE. 
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6. ACKER SAID THAT IF PROGRESS CONTINUES AT CURRENT RATE, 
PITA-TAMBO WILL BEGIN SUPPLYING PURIFIED WATER TO QUITO 
AROUND OCTOBER 1 OF THIS YEAR, AND THAT PROJECT WILL BE 
ESSENTIALLY FULLY COMPLETED BY END OF YEAR. 

7. EMBASSY COMMENT: APART FROM THE ABOVE GROUNDS FOR 
OPTIMISM THAT THIS AFFAIR WILL END WITHOUT SERIOUS FURTHER 
FINANCIAL INJURY TO WESTINGHOUSE/CEBOR AND WITHOUT RESULTANT 
NEGATIVE IMPACT ON GENERAL U.S.-ECUADOREAN COMMERCIAL 
RELATIONS. IDB'S HELPFUL COOPERATION HAS MADE QUITO MAYOR 
LOOK GOOD, AND ARTICLES IN LEADIMG ECUADOREAN DAILIES HAVE 
FEATURED HIS PRONOUNCEMENTS THAT HIS DISCUSSIONS IN 
WASHINGTON WERE 

SUCCESSFUL, ALTHOUGH HE HAS NOT SPELLED 
OUT DETAILS TO THE PRESS. END COMMENT. 

HEMENWAY 
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